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INTRODUCTION

On September 1, 1986, the State Board of Accounts became responsible for establishing Uniform
Compliance Guidelines for the examination of government funded entities. Shortly before the end of that year,
our first issue entitled, Guidelines for Examination of Entities Receiving Financial Assistance from
Governmental Sources was released. The Guidelines have been reissued several times, and in 1999 a
memorandum was sent to all Independent Public Accountants (IPAs) regarding Public Law 50, 1999.

Due to the changes brought on by Public Law 50, 1999, we are reissuing our Guidelines, effective for
calendar year 2002, and fiscal years ending thereafter.

Those of you familiar with previous issues realize the central role played by the State Board of
Accounts in the audit of public funds disbursed by nongovernmental entities. Through the annual reporting
process and our involvement in approving audit contracts with independent public accountants, we have
attempted to ensure entities subject to federal or state audit requirements, have met these requirements as
efficiently and inexpensively as possible.

Reports on internal control and compliance in accordance with Government Auditing Standards (GAS)
issued by the Comptroller General of the United States (as revised) are no longer required of entities that do
not receive federal funds or whose federal funds expended falls below the Single Audit threshold in effect for
the audit period. In these instances an audit performed in accordance with generally accepted auditing
standards (GAAS) will satisfy the State audit requirement under Indiana Code (IC) 5-11-1-9. Funding
agencies should be contacted to ensure that this type of audit also satisfies their requirements. All reports are
required to contain a schedule of grant activity or a listing of all federal, state and local grants as detailed on
page G-3. In addition, a copy of any separate communication to the entity's management such as a
management letter needs to be sent to our office along with the report.

It has, and will continue to be our policy, that one and only one appropriate audit need ever be per-
formed of any entity receiving government financial assistance. ltis, therefore, imperative that entities, their
funding agencies, and their independent auditors exercise diligence in determining applicable audit require-
ments, prior to commencing the audit process. Through adherence to our Guidelines, and with the
cooperation of all parties involved, one audit can and will satisfy the needs of everyone.

We would like to thank the entities, funding agencies, and IPAs for the cooperation and assistance
they have provided during the past sixteen years. We hope our fifth issue of the Guidelines will assist you in
successfully addressing your responsibilities.

Charles Johnson lll, C.P.A.
State Examiner



ENTITIES RECEIVING FINANCIAL ASSISTANCE

Entities are defined as providers of goods, services, or other benefits maintained in whole or in part at
public expense, or supported in whole or in part by appropriations, public funds or taxation. The definition
does not include agencies of the state, Indiana local government, or quasi-government agencies, but does
include for-profit and not-for-profit corporations, unincorporated associations, organizations, and individuals.

Entities are nongovernmental organizations, many of whom conduct their business as not-for-profit
corporations. By contract or other form of agreement entities provide a service or benefit to the public on
behalf of government. Since 1986, more than 2000 entities in more than 30 distinct categories have been
identified that are subject to the audit and reporting requirements of IC 5-11-1 et. seq.

As distinctly different as many of these organizations are from each other, they share similarities in
their relationship with government. All entities receive financial assistance from the State of Indiana or Indiana
local government. The assistance received is in the form of grants, subsidies, or contributions, and is
evidenced by an outflow of funds from a governmental agency.

In addition to receiving financial assistance, entities share a commonality of purpose with their govern-
ment providers. The relationship between the entity and provider are seldom "arms length" and many times
appear to be more like a partnership or joint venture, rather than an arrangement between independent organi-
zations participating as vendor/vendees. The relationship may or may not be evidenced by a written
agreement. Usually the agreement, whether in writing or not, specifies a lump-sum, or flat amount of
assistance to be provided in return for services that cannot be easily measured or defined. In most cases,
each party to the agreement is heavily dependent on the other for the success and continuation of the program
or objective.

Since 1986, considerable confusion has existed regarding the "purchase of service" (procurement) vs.
"financial assistance" (grants) issue. During this time the State Board of Accounts has attempted to provide as
much clarification and guidance as possible. Our efforts though, have been hampered by inconsistency in
views held by federal funding agencies. As a result, our view regarding this issue is limited to nonfederal
funding provided by state and Indiana local government.

We believe nonfederal funding arrangements that meet all of the following criteria, should be viewed
as a "purchase of service," and not "financial assistance":

1. A contract for services exists between the provider and recipient.
2. The contract stipulates a predetermined amount to be provided, per unit of service performed.

3. Claims for payment are submitted by the recipient after the service is performed, with
sufficient documentation to evidence the units of service provided.

4. The total amount provided during the contract period is not subject to adjustment due to
variances between a recipient's estimated and actual cost of providing the service.

Although our views regarding this issue do not limit or restrain state and local government providers
from requesting independent audits of these contracts, we believe our responsibility under IC 5-11-1 can be
adequately addressed during our audits of the government providers.

Organizations participating in nonfederal "purchase of service" arrangements (only) are not entities
and, therefore, not subject to the audit and reporting requirements of IC 5-11-1. Organizations receiving
federal funding through state or local government may or may not be recipients of "financial assistance." This
determination can only be made by the respective federal agency provider. Recipients of federal pass-through
dollars, defined as financial assistance by the federal provider, are entities subject to IC 5-11-1 et. seq. Due to
the complexity of this issue, we caution all organizations to confirm their status regarding IC 5-11-1 with
government providers, prior to arranging for any type of independent audit.
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ENTITIES RECEIVING FINANCIAL ASSISTANCE
(Continued)

Prior to September 1, 1986, entities receiving state or local government assistance were not subject to
independent audits unless required by the provider of funds or due to internal organizational policy. Those
entities receiving federal financial assistance directly from the U.S. Treasury or as a pass-through from a state
or local government were, and are presently subject to federal audit requirements (OMB Circular A-133). In
addition, as of 1986, all entities receiving financial assistance from state and local government, involving
federal, state and local dollars, are now subject to audit by state law.

IC 5-11-1-9 requires an organization-wide audit of an entity when the public funds disbursed by that
organization are equal to or greater than 50% of their total disbursements for the period. The scope of the
audit is limited to the use of the public funds received when the public funds disbursed are less than 50%.

Entities whose public fund disbursements are less than 50% of their total, and entities incorporated as
not-for-profit corporations whose public fund disbursements are equal to or greater than 50%, but less than
$100,000, qualify for waiver of these audit requirements. Please note that for fiscal years ending prior to July
1, 1999, these thresholds were 50% and $60,000, respectively. The desire for waiver is assumed by the State
Board of Accounts, and will be granted if the State Examiner, through other means, can determine the
disbursement of public funds was made for the purpose intended.

A waiver granted by the State Examiner applies only to the audit required by IC 5-11-1-9. It does not
waive any other audits that might be required by Federal OMB Circular A-133 or contractual agreements with
grantor agencies. Therefore, it is possible that an entity receiving a waiver from the State Board of Accounts
will still be required to have an audit performed under A-133.

OMB Circular A-133 was revised during 1996. One of the revisions raised the threshold for requiring
an entity to have an audit from $25,000 in federal receipts to $300,000 in federal expenditures during any year
audited. This revision applies to audits of fiscal years beginning after June 30, 1996. The dollar threshold
under IC 5-11-1-9 is currently $100,000. Because of this, there will be entities expending less than $300,000
in federal financial assistance who are exempt from Federal audit requirements, but are required to have an
audit under the Indiana Code. In these instances, an audit made in accordance with generally accepted
auditing standards (GAAS) will suffice, as long as this is acceptable to all funding agencies. Entities should
contact their funding agencies to ensure a GAAS audit is acceptable.

Entities are required by IC 5-11-1-4 to file an Entity Annual Report with the State Board of Accounts
annually. The Report (Form E-1) is due within 30 days of the entity's year-end, and requests unaudited (cash
or accrual basis) information regarding the source and use of financial assistance provided by government
funding agencies. The Report is available from the State Board of Accounts, and automatically mailed
annually to each entity after their initial year of filing. Even entities typically receiving waivers of the audit
requirements are required to file the Form E-1 each vear.
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PROVIDERS OF FINANCIAL ASSISTANCE

Many state and local government agencies and nonprofit organizations provide financial assistance in
the form of grants or subsidies to private, nongovernmental organizations. These organizations, in return,
utilize these public funds to provide goods, services, or other benefits of a governmental nature for the public
benefit.

State and local governments, as well as nonprofit entities that receive federal awards, are subject to
the provisions of the Single Audit Act of 1984 as amended by the Single Audit Act Amendments of 1996. The
purpose of this act is to:

1. promote sound financial management, including effective internal controls, with respect to
federal awards administered by nonfederal entities;

2. establish uniform requirements for audits of federal awards administered by nonfederal
entities;

3. promote the efficient and effective use of audit resources;

4. reduce burdens on state and local governments, Indian tribes, and nonprofit organizations;
and

5. ensure that federal departments and agencies, to the maximum extent practicable, rely upon
and use audit work done in accordance with this act.

The Single Audit Act, as revised by the Single Audit Act Amendment of 1996, requires a single,
organization-wide audit of state and local governments and nonprofit organizations that expend $300,000 or
more in federal awards. This revision is effective for audits of fiscal years beginning after June 30, 1996. The
resulting OMB Circular A-133 established audit and reporting requirements for governmental entities and
nonprofit organizations receiving and spending federal awards

OMB Circular A-133 also addresses pass-through entity responsibilities of nongovernment entities and
state and local governments providing federal pass-through awards to government and nongovernment
subrecipients. A pass-through entity shall perform the following for the federal awards it makes:

1. Identify federal awards made by informing each subrecipient of CFDA title and number,
award name and number, award year, if the award is R & D, and name of federal agency.

2. Advise subrecipients of requirements imposed on them by federal laws, regulations, and the
provisions of contracts or grant agreements as well as any supplemental requirements
imposed by the pass-through entity.

3. Monitor the activities of subrecipients as necessary to ensure that federal awards are used for
authorized purposes in compliance with laws, regulations, and the provisions of contracts or
grant agreements and that performance goals are achieved.

4. Ensure that subrecipients expending $300,000 or more in federal awards during the subre-
cipient's fiscal year have met the audit requirements of this part for that fiscal year.

5. Issue a management decision on audit findings within six months after receipt of the subre-

cipient's audit report and ensure that the subrecipient takes appropriate and timely corrective
action.
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PROVIDERS OF FINANCIAL ASSISTANCE
(Continued)

6. Consider whether subrecipient audits necessitate adjustment of the pass-through entity's own
records.

7. Require each subrecipient to permit the pass-through entity and auditors to have access to
the records and financial statements as necessary for the pass-through entity to comply with
the Circular.

As of September 1, 1986, Indiana Law (IC 5-11-1-9) requires the audit of all financial assistance pro-
vided by, or passed through, state and local government agencies, to nongovernment organizations.
Oversight responsibility for these audits has been delegated to the State Board of Accounts. State and local
government providers of financial assistance to nongovernmental organizations are required to include
wording in their contracts that allow for audits by our department and require compliance with the annual
reporting requirement (Form E-1) discussed elsewhere in this guide.

State and local government providers are also required to assist recipients and subrecipients, when
requested, in determining their audit requirements. In addition, the State Board of Accounts will review and
comment on state and local government monitoring of nonfederal funding provided to these organizations. It
is the responsibility of state and local government agencies to inform these organizations of any federal funds
being passed through.

Indiana state and local government agencies are also subject to audit by the State Board of Accounts.
We are the State Clearinghouse for the filing of all A-133 audit reports issued for these agencies. A-133
audits conducted by the State Board of Accounts are accepted by all federal cognizant agencies.

Effective for periods beginning after June 30, 1996, reports for audits performed in accordance with

Circular A-133 will be submitted to the federal clearinghouse designated by OMB. If requested, one additional
copy of the audit report must be submitted to the State Board of Accounts.

B-4



OVERVIEW OF THE AUDIT PROCESS

Our involvement in the entity audit process is triggered primarily by the filing of an Entity Annual
Report (Form E-1). Based on the financial information reported, we advise the entity if an audit, in accordance
with these guidelines is required, or if they qualify for a waiver of this requirement. This notification is
transmitted within two weeks of our receipt of the Form E-1. Although we realize many entities begin
arranging for their audit prior to their year-end, it is impossible for us to transmit our notification prior to
reviewing the Form E-1.

Once an entity is notified of their audit requirement, they should confirm with their funding agencies
the type of audit required, and begin the process of evaluating and selecting an auditor.

After the entity has selected an auditor, and the auditor has confirmed the type of audit required, two
copies of the contract, or engagement letter, should be forwarded to the State Board of Accounts for review
and approval. Upon return of the approved contract, the audit should begin.

Upon completion of field work, the auditor should advise the entity and the State Board of Accounts of
the date, time and location of the entity's exit conference. Upon completion of the audit, copies of the report
should be provided to the entity, all funding agencies and the State Board of Accounts. If additional comments
have been provided to the entity in a separate communication such as a management letter, a copy of this
should be sent with the report to the State Board of Accounts.

Upon receipt of the audit report, funding agencies will commence their review/resolution process, and
the State Board of Accounts will commence the quality control review of the auditor's work.

Upon completion of the quality control review by the State Board of Accounts, the audit report is made

available for public inspection by this department. In most instances, our review will be separate and distinct
from the audit review/resolution process administered by a funding agency.
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AUDIT COORDINATION AND ADMINISTRATION

The coordination and administration of audits of entities is somewhat complex. Audits may be initiated
and administrated by the State Board of Accounts; by state or local government funding agencies; or by
entities themselves. Audits may be performed by the State Board of Accounts; private examiners hired by this
department; or private examiners approved by the State Board of Accounts and hired by funding agencies or
entities. Audit costs are the responsibility of the entity examined.

It is unlikely that the State Board of Accounts will perform many of these audits. It is also unlikely
there will be more than a few instances in which we initiate and administrate the audit process. However,
coordination of these audits with the State Board of Accounts is required. We, therefore, require the
submission of all entity audit contracts to us for approval, prior to signing.

The primary responsibility for ensuring the appropriateness, timeliness and completeness of an entity's
audit, rests with the entity itself. However, successful completion of the audit process cannot be accomplished
without the direct cooperation and assistance of funding agencies, independent auditors and the State Board
of Accounts. Due to the complexity of government regulations and the uniqueness of existing arrangements
and relationships between funding agencies and entities, it is imperative that entities and their auditors confirm
in advance, the type and scope of audit necessary to satisfy all parties involved. This extra effort during the
preliminary phase of the audit process will ensure that one and only one audit need be performed.
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AUDITOR EVALUATION AND SELECTION

To perform audits in accordance with IC 5-11-1-9, the services of an Independent Public Accountant
(IPA) will be required. IPAs are Certified Public Accountants (CPAs) and Public Accountants (PAs) licensed to
practice public accounting in the State of Indiana.

To facilitate the engagement of an IPA, Requests For Proposals (RFPs) may be used to solicit
responses from qualified independent auditors (private examiners) for professional financial and compliance
auditing services. The RFP process can result in comprehensive responses that assure audit services offered
are consistent with services desired. The RFP process can also provide certain assurances that competitive
review and selection procedures were applied in contracting for the audit.

It is essential that RFPs for auditing services be comprehensive and cover all matters, issues, and
subjects, which have a bearing on the audit. Information about the entity to be audited and necessary
elements of the audit requirements must be provided to independent auditors to assure clear and complete
responses. Interested auditors usually respond to RFPs with a detailed audit proposal outlining the firm’s
qualifications, references, proposed audit work plan, and the price of doing the audit.

The RFP document should be communicated to independent auditors by any appropriate form and
manner to assure open and competitive coverage. A public notice may or may not be utilized. Also, other
methods of communicating requests for auditing services may be desirable, such as contact with the State
CPA Society or the local chapter. Invitation for bid listings in newspapers are a commonly used public notice.

The notice of proposal (or letter of transmittal) to prospective respondents should briefly summarize all
important information regarding the RFP. It may include:

1. Name and address of Government or entity issuing the RFP.

2. Name, address, title and phone number of person(s) to contact regarding questions.
3. Response due date and time deadline.

4. Number of copies of response.

5. Contract period (year(s) to be audited).

6. Specify location and method of delivery of response. Specify sealed response/price require-
ments, if any.

7. Other stipulations and clarifications as required.

8. Name, title and signature of official who transmits the proposal.

To be considered for audit services, a respondent must:

1. Be properly licensed for public practice as a Certified Public Accountant or Public Accountant.

2. Meet applicable independence requirements of the STANDARDS FOR AUDIT OF
GOVERNMENTAL ORGANIZATIONS, PROGRAMS, ACTIVITIES, AND FUNCTIONS issued

by the Comptroller General of the United States (Yellow Book) or American Institute of
Certified Public Accountants.
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AUDITOR EVALUATION AND SELECTION
(Continued)

3. Have no record of performing substandard audit work.
4. Understand and accept the role of the State Board of Accounts in the audit process.

State agencies are required to use the RFP process if they contract for audits of entities they fund.
They are required to submit the RFP to the State Board of Accounts for approval, prior to issuance. In
addition, the State Board of Accounts will review the evaluation method used in selecting the successful
respondent.

Local governments contracting for audits of entities they fund, and entities contracting for their own
audit, are not required to issue RFPs. However, the State Board of Accounts does recommend the RFP pro-
cess for anyone soliciting audit services.
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CONTRACT APPROVAL PROCESS

As discussed previously, the audits of entities receiving financial assistance will be performed primarily
by Independent Public Accountants authorized or designated by the State Board of Accounts.

To obtain approval for the audit, two copies of the audit contract, or engagement letter, must be
submitted to the State Board of Accounts, prior to signing. During our review of the contract, we attempt to
ascertain the following:

1. The Auditor selected:

a. lIslicensed to practice public accounting in the State of Indiana.

b. Acknowledges awareness of governmental audit requirements (if applicable) and pro-
fessional standards.

c. Has no record of performing substandard audits.
d. Understands the role of the State Board of Accounts in the audit process.
2. The Audit contemplated:

a. Appears appropriate in relation to the information reported on the Entity Annual
Report.

Upon completion of our review, one copy of the contract will be returned to the contracting official,
accompanied by our written approval or rejection. Our reason(s) for rejecting any audit contract will be
stipulated in writing.

Contracts with no reference to, or acknowledgment of the responsibility of the State Board of Accounts
in this process will be conditionally approved or possibly rejected. Therefore, to ensure timely approval of the
contract, we recommend inclusion of the following wording:

1. The audit will be performed in accordance with guidelines established by the State Board of
Accounts, and if applicable, Government Auditing Standards and OMB Circular A-133.

2. The State Board of Accounts will be notified immediately if suspected instances of fraud or
abuse are discovered during the course of audit.

3. The State Board of Accounts will be notified in writing of the date, time and place of the exit
conference.

4. The State Board of Accounts will receive one unbound copy of the audit report.

5. Workpapers supporting the audit report will be available for review by the State Board of
Accounts.

Notice to Auditors:

The approval of your audit contract by this department is not an assertion your audit will satisfy federal
funding agencies or other reporting requirements. Our approval is based on limited knowledge of your client's
overall audit requirements and is not to be used as a substitute for thorough planning by you.
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GUIDELINES FOR AUDITS

This guide is for use on audits of entities receiving governmental assistance in the form of grants,
contracts and awards.

Auditing Standards to be Applied

Audits of entities must be performed in accordance with auditing standards generally accepted in the
United States, commonly referred to as Generally Accepted Auditing Standards (GAAS), and the following
applicable guidelines or requirements, if applicable.

Entities that receive and expend federal awards are subject to the provisions of the Single Audit Act,
as amended 1996. The Single Audit Act requires the Office of Management and Budget (OMB) to prescribe
policies, procedures, and guidelines necessary for its implementation. The resulting OMB Circular A-133
established audit and reporting requirements for governmental entities and not-for-profit organizations
receiving and expending federal awards, and defined responsibilities and duties for federal awarding agencies
and pass-through agencies and entities.

Among other things, the Single Audit Act, as amended 1996, and OMB Circular A-133 require audits
of governments and not-for-profit organizations receiving and expending federal awards to be performed in
accordance with Government Auditing Standards issued by the Comptroller General of the United States (as
revised).

Please note: An audit done in accordance with OMB Circular A-133 satisfies the audit required
by IC 5-11-1-9.

Scope of the Audit

IC 5-11-1-9 requires the complete audit of an entity when the public funds disbursed by that entity are
equal to or greater than 50% of the total disbursements for the period. Disbursements are defined as cash
outlays occurring during the normal course of business, but excludes the purchase of investments, bank
transfers, retirement of debt incurred as a result of cash flow shortfalls, etc. In this document "complete audit"
means an audit covering financial, compliance and evaluation of internal control.

The scope of the audit will be limited to the use of public funds when public funds disbursed are either
less than 50% or greater than 50%, but less than $100,000 of the entity's total disbursements, if not in conflict
with federal requirements. Where federal awards are involved, auditors are advised to comply with the provi-
sions of OMB Circular A-133, "Audits of States, Local Governments and Nonprofit Organizations." If the
federal funds are large enough to require an organization-wide audit under this Circular, then the scope of that
audit must include tests of compliance with the grant provisions of any nonfederal public funds involved.
Duplication of auditing efforts should be avoided.

Limited Scope Audit

When an entity spends less than 50% or greater than 50%, but less than $100,000 in governmental
support and a limited scope audit requirement is indicated, the grantor agency must be contacted and an
agreement reached regarding necessary audit procedures and reporting requirements. The agreed upon
procedures should insure that tests are made as to whether funds were spent in accordance with the purposes
of the grant agreement.

While certain audit procedures may be agreed upon, the auditor must evaluate appropriate internal

controls established to insure compliance with grant agreements. The auditor's working papers must support
the conclusions reached.
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GUIDELINES FOR AUDITS
(Continued)

Compliance with Legal and Regulatory Requirements

Nonprofit entities receiving financial assistance from the federal government are subject to the
administrative requirements of OMB Circulars A-133 and A-110, and the cost principles of OMB Circular
A-122. Three of the most important requirements are recipient eligibility, coverage of services and matching
requirements. If funds are used to provide services to ineligible recipients and/or to provide services not
included in the grant award, or if the matching requirements are not met, the total amount of the award may

have to be returned to the grantor agency.

Entities receiving financial assistance from state or local governments are subject to the following

general requirements:

Existence of contracts with grantor agencies for all assistance received.

Retention of financial records, supporting documents, statistical records and all other records
pertinent to the agreements for a period of at least three years.

Maintaining a financial management system that provides:

a.

h.

The above are not intended to represent the only applicable regulations since the entity may be
regulated by certain state statutes, its own bylaws and by provisions within the agreements, all of which may

Accurate, current and complete disclosure of the financial results of each government
sponsored project or program.

Records that adequately identify the source and application of funds for government
sponsored activities. Records shall contain information pertaining to awards, authorizations,
obligations, unobligated balances, assets, outlays and income.

Effective control over and accountability for all funds, property and other assets.
Procedures for determining the reasonableness, allowability and allocability of costs in
accordance with the provisions of the applicable cost principles and the terms of the grant or
other agreement.

Accounting records that are supported by source documentation.

Compliance with annual reporting requirements of the Secretary of State and the State Board
of Accounts.

Compliance with rules, regulations, guidelines, and directives of the Internal Revenue Service
and the Indiana Department of Revenue. All questions concerning taxes should be directed
to these agencies.

Adequate fidelity bonding and insurance coverage if required by the funding agency.

require testing.
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GUIDELINES FOR AUDITS
(Continued)

Report

The report must contain the general purpose financial statements of the entity and the auditor's
opinion thereon. In addition, the report must contain a schedule of all federal, state and local grant awards,
showing the award balances at year-end as well as the changes in award balances during the period. If the
entity receives only nonfederal (state or local) governmental grants, this information may be presented in a
note to the financial statements, rather than as a separate schedule.

If applicable, the report must also contain any other reports, schedules, or opinions required by
Government Auditing Standards and/or OMB Circular A-133, and any other reports, schedules or opinions
required by these guidelines, the grantor agencies, or the entity itself. The report must contain a description of
any reportable conditions, instances of noncompliance with the grant agreements, errors or irregularities, and
any other items, which in the auditor's judgment, are to be reported in the audit report. Recommendations for
corrective action must be included with any item noted.

Fraud, Abuse or lllegal Acts

If the auditor discovers or suspects fraud, abuse or illegal acts during the audit of the entity, the State
Board of Accounts must be notified immediately.

Audit Frequency and Completion

Audit frequency of entities is subject to establishment or approval by the State Board of Accounts on
an annual or biennial basis in accordance with IC 5-11-1-25. Audits are to be completed and the reports
issued within nine months after the close of the audit period. Any requests for an extension of time must be in
writing to the State Board of Accounts.

Audit Report Distribution

Auditors are required to file one unbound copy of the audit report with the State Board of Accounts, in
addition to other report filing requirements they are subject to.
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AUDIT REVIEW AND ACCEPTANCE

Due to our oversight responsibility for audits performed in accordance with IC 5-11-1-9, a quality
control review of an auditor's work is conducted prior to issuance of audit reports by the State Board of
Accounts.

The primary purpose of a review is to determine the auditor's degree of compliance with appropriate
professional standards. A review may be performed "on-site" at the auditor's place of business by department
staff. The review is generally completed within one day and should require minimal assistance from the
auditor. Upon completion, an exit conference is held where the results of the review are discussed.

Quality control reviews are conducted at times mutually agreeable to both the State Board of Accounts
and the Independent Public Accountant. Scheduling flexibility is available, in most cases, to allow for seasonal
demands of the profession. Unnecessary delays or demonstrated noncooperation by an auditor will result in
their removal from our list of approved auditors.

We are required by statute to charge an entity for the cost of this review. The cost will normally range
between $250 - $500, and is above and beyond any audit fees due the auditor. An entity should not receive
an additional billing from the auditor in connection with this review. Auditors desiring compensation for the
minimal time expended during a review should incorporate this charge within their contract for audit services.

Due to limited resources of many entities, quality control reviews are not conducted on all audits
performed by IPAs. Once we have satisfied ourselves that an auditor is following appropriate professional
standards, it is not necessary to review all audits performed by this auditor in accordance with IC 5-11-1-9.

Once the quality of the auditor's work has been ascertained, a desk review of the audit report is con-
ducted by central office staff. During this review, attention is focused on the appropriateness and
completeness of the report presentation. The financial statement opinion and reports on internal control and
compliance, if required, are reviewed in detail. Questioned costs and audit findings are also reviewed for
determination of additional work required by our department, if any.

Upon completion of our review, the audit report is made available for public inspection by the State

Board of Accounts. The report may be made available before or after completion of a funding agency's audit
resolution process.
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